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Indebtedness of Individuals

INDEBTEDNEEB of individuals has risen sharply in the
postwar period. Major fastors in this expansion were moT—
gage purchases of homes and short-term consumer eredit usad
m_the purchesing of consumer durable goods. The total
value of these torms of debt owed by individusls at the end
of last amountad to about $82 bilion, compared with
§24 bilhon at the end of World War IT.

The exceptions) riee in & 7-year period reflectad for the
most park the unusual postwar demand for and supply of
naw houmnlg sngd durable consumer goods which had been in
extremely limited supply during the war years. Demand

WS e effective primarily by the high postwar consumer
inpomesz coupled with the greaﬂy improved financial status
of individ arising out of wertime conditions,

Tha ion of consumer indebbedness was considersbly
dampenad in 1851 after the introduction of credit santrols.
This was mos{ apparent in the case of short-term debd,
although the rise in mortgage credit zl=o nppears to have
been restricted. With the suspension of controls on short-
term credit a vear ago, the rapid axpansion of such debt was
renewed, and with mortgage loans also higher, total indebted-
ness of Individuals increased n 1952 to en extent almost
equaling the zecord $11-billion incroase of 195

-

These developments have osccasioned remewed concerp
over the consumers’ general Ananeisl condition. Are they
ovar-indebtad? Can the pace of expansion continue? The
fellewing analysis represent an attempt to shed some light
oh these questions by sln.mng the ewrrent debt pieture in
}Jisttgricu.] perspective and evalusting it in $he light of relavant

noka.

Summary

Despite the steep postwar rise in both short-tertn snd
mortgage debt of individusls, the current volume of oul-
) debt does noé appear 1o be of unmanagesble pro-
Dortions given consumears’ present Incoms and ligaidity posm-
tion. Congidering the long-term growth in the use of cradit,
their dabt-ineome ratio does not appear exceptionally hi

With consumer income np relatively almost a8 much s
dobt, ability to service consumers’ debt compares Iavorably
with earlier periods of hish business setivity. The impact
of the larger volume of current debt on interest payments
hos been partly offset by the genersl reduction in inferest
rates o that thiz eharge against iIncome is eurrently relatively
lower than in the twenties.
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In the morigage flald, the radoetion in mtersst costs in
art reflects the less risly anture of lending with the intro-
Euﬁtrion of morigage insmanece and guarantees, There has,
however, been sn spparent rige in ths proportion of incoma

required for payments on Iprilmipai arising out of & changa
in emphasia frem rencrwa.b K murbmd pans to contracta
with fixed monthly amortization.

It must be emphasized that these generalizations apply to
the currebt situation as 1% now stands—which = one of
peneral prozperity. A reduetion in consumers’ incoma from
any couse would increase the burden of the debt and, in the
subseguent adjustment period, the relatively high and rigid
SerVICIing niremants would probably affect consumer mar-
kets generally. Moresvar, while the ovarall financial situa-
tion of consumers appears generally adequata te suppori
their corrent indebtedness, there may be, and probably are,

ups of individuals whose financial condition 15 “stretched "
E?any pound standard.

The current Ii&uidity pesition of individuals comjpares
favorably with other periods of prosperity. Although this
general Dicture may not apply with equal force to all income
groups, available evidence seems to indicate that the liguid
assatz owned by individusls are fairly widely held. ith
the establishment of a network of insurance which affsets
virtually all rajor 'z?pliera of eredit, the institutionsl finas-
einl frameworl: is today fer less vulnerabls to the secondary
cﬂ'e:ctgﬂ of dislocating developments then it wes in earliar
periods.

Short=-Term Consumer Credit

The most strking recent change in eredit developments
has gocurred in the use of short-term credit. Throughout
most of the postwrar period “‘time” purchases moved sharply
upward. The introduction of eredit controls in the latter
part of 1950 and later the lessemed availzbility of goods
wnnlly bought with the aid of eredit virtnally stop this
rise and kept the volome of credit on a platean throaghout
1651 and gaxly 1352, However, with the removal of congrols
in May 1952 and the greatly improved supply of hard goods
since thot time, short-term consumer indebtedness ngain
moved forward at & Tapid rate.

Debt rising

At the end of Febroary total short-teerm consumer credit
outstending wmounted to $23.5 billion, slmost 34 ballion
sbove g year ago, snd down about $0.5 billion from Jast
December. Rough adjusiments for sessonal influences
suggests that during the first two months of 1953 consumer
short-tzarm debt continved upward at frormn 3200 million to
5500 million a8 month, ‘This increase is close to, if not equal
to, the very rapid rate of the last three quarters of 1952

Tn grder ta place the presant debs in perapective, several
considerations should be briefly noted. In contrnst to mert-
gage cradit, the use of shorb-term borrowing is of relatively
recent origm. This form of borrowing did net “fake hold"
unti] the twenties, This was partly o reflection of the grow-
ing importancs of durables, paréicularly antomobiles, in the
consumer goods markef. It wasalse associated with a change
in gttitude on the part of major lending institutions toward
this type of earning nsset.

As 13 apparent from the accompanying chart, shori-term
ceredit is more res we Lo 1n economic conditions
than is mor abt. This mey in part reflect differences in
the nature of the demand for the objects purchased, but the
relatively ehort bife span of the loan is slsec mporiant. Be-
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cause of much more rapid turnover of this credit, terms of
lending can be adjusted to meet different market situations.
This will be demonstrated below in connection with the im-
position and removal of Regulation W.

Regulation W dampened credit expansion

Installment purchasing had dominated the Tecent credit
picture, accounting for $3% billion of tha $4 billion increase
over the past year, Hemce the following discusaion will be
centered on an snalysis of this ares of credit expansion.

Since the elimination of controls, availabls evidence sug-
ﬁasts that downpayments have been lowersd and maturities

aTe boen lengthened, thus tending to add to the credit base
through larzer loans relative to the purchase price and slower
repayments on the new loans negotisted. Ib may be recalled
that these trends were sitrongly in evidence in the period
hefors credit waz racontreolled.

Table 1 —Installment Credit Chavges
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New loans made on both sutomobils purchases and major
household goods rose rapidly from 1943 to 1950. '.{Jhe
1940-50 expansion was, in part, the resuit of decontrol
which socurred in mid-1949 but perhaps more importantly,
gﬁ%a rise in purchases in 1950 of goods normally bought on

it.
Regulation W served not nmto check the tendency to-
ward mare libers] terms, but to causa soma tightening
of maturities and downpoyments and hence Lo restrict the
net inerense in indebtedness. However, the welume of new
lending wns not lowered during the coniérel period (iable 1),

Post-Korean reconfrel was miroduced in September and
October of 1950 and remained in effect ibroughout 1951.
Tet total new borrowing in 1951 was actuaily slightly larger
than in the preceding year. This expansion occurred despite
the fnct that consumar spending on durnble goods in 1951
was lower than in 195¢ &Enble 2). Conswmer purchases of
new passenger cars in 1951, for E!?CEIIIPIE, were down about
16 percent and other selected dursbles of the high-ticket
variety were off some 5 percent from 1950.

Thut & spreading vee of consumer credit $ook place durng
8 period of controle is in no way indieative of defective
application of the law, since Regulation W wes never in-
tended to econtrol directly this nspoct of credit. It is proba-
kie that the gonirols did indirectly restrict fhe wolume of
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new lending by imposing terms which some consumers [alt
wera (00 burdensome to undertake.

The 1952 upsurge

Begulation W was suspended on May 7, 1952, The
resultant frasing of tevmnz and the sseocinted widening in the
use of borrowed funds raised the volume of new installment
loane made during 1852 to the record sum of $24 billion, §5
hillion more than in the preceding vesr. Kapaymentis also
rosa but at a slower and, for the year 1852 as a whole,
mhﬁﬁt expension of installment debt smounted to about
#3 billion.

Table 2.—Index of Conmmer Expenditures for Seloeted Durablo
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The net axpansion of installment eredit in 1952 equaled
ene-sixth of total spending on major consumer durable
goods. In other woris, consumer payments out of thair own
rezourees for durable goods (excluding interest) equaled anly
fire-sizths the value of their purchases. This credit expan-
gion moy be compared with the relative siability of such
debt ip 1951, when purchegea of durable goods were actually
larger then in 1952,

Influences in the 1952 expansion

To snalize adequstely the current consumer credit situa-
tion it i= important to segregote the yarious influences
involved in the recent npsarge. In the sbsence of informa-
tion on such consideratiens es the current terms of consnmer
loare, it is not possible to0 measure exactly the relative impact
of the many factors in operntion, Jt is possible, however,
from fragmentary dafse, set in the background of previous
experience, to evaluate the major nspoects of the recent cradit
increase.

In the pnst, developments in deconbrel periods and im
intervals of snsing controls clearly indieate that with no
drastic changes in the demand and supply sitwation, the
market moves quickly in the direction of “easier” cradit once
the green light is given. After controls were ended in June
1049, credit terma were quickly and considerably liberalized

Table 3 shows a ¢omparison of average terme pre
dnring comtrols with those which were in effect about & year
a.ftermcghe previous decontro] in June 1948, Itis believed thet
the difference in terms indicated in the table can be used as
& first approximation of the liberalization which may have
oceurred since tha most recent decontrol last May. A retorn
to the “precontrol” situation pictured in the tabie would
acconnt for Ur:;l&hljr half of the total increese of 33 billien in
instafment t during 1952,

The proater patt of the nel lacrease associnted with the
Hibaralization of termes would be directly related to the
lengthening of meturities.  An easing of downpayments such
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as picturad in the table would have tended to have the more
hnmediaitﬂ effect 1? increzsing mdit., but over ‘;h period of
tims, & lowering of regutar monthly peyment 10 the magni-
tnde suggestod i:w' table 3 would have the tar quantita-
tive impaot. This is particularly true ic the case of auto-
motite ¢redit where av downpaymenis did not appsear
t,ghx IE! lsn grently affec by controls a3 were maturity
] ules,

Consumer Credit Terms
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_ The remaining $13 billien net inersase in insiallment debt
in 1352 may be directly traced to more extansive use of
oredit o the consumer markete. Of course, this expansion
vannot be divorced from the eesing of terms since in large
pari. the more widespread use of credit probably reflocted
the decistons of some consumers in 1952 to setisfy demands
postponed Ly renson of the more restrictive control require-
" Tuss sprending etect of cradit b

. This sprending affect of consumer it buying in 1952 is
vividly iﬁl;;gunm in table 4, which shows for recent years
the estimated proportion of peopls malking uze of borrowed
funds in purchasing new automebiles nndg major houseiold
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goods. It iz estimated that three-fiths of all new passamger
eors purchased last yesr were mads with the of some

borrowed funds. This compares with & proporiton of less
thap one-half in each of the three preceding years.  The rise
frora 1951 €0 1952 in the cgl‘opﬂrhﬂnﬂt-a uze of eredit. buying
of major household goods, while not s0 apectacudar, was
a.Iau substﬁ-n in],

tipns a7¢ probably higher than thoze shown
in the tab fpar 1952, However, it would appear wnlikely
that they are out of Jine wikh ratios prevailing prior to Worid
War II. At that time, trada reports suggesi, of total sales
of major durahla il;ems, two- & wera made on time,

Credit not unduly high

Table § prezents a comparison of trends in income and
short-ierm consumer debt. It will be sesn that both income
and comsumer debé have risen nﬂy since war. The
proportico of debt to mcome d1 oot appr the Prawu
pesk until recently. Uniédl the eurrent upsurge bas

raised the ratio of debt to incoma to about 10 pemﬂnt the
postwar high in the retic had bean 9.2 percent in the pe.rmd
just prior to recontrol--while the highest prewar ratio was
10.8 percent n 140,

Table A.—Consomer Credit Terms
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The dempening effect of Regulation W ia evident in the
fact thui dabt was held relatively stable for o yeir and a
haif while incomes continued to expand, and ab the end of
controls last Muay the proportion of debt to income was 8.6
percant, only mﬂdmlgy highar thau i mid-194%9 when the
last of the wartime contrals were lifted.

In evaluating the consumer shori-term debl, it is significant
t0 recall there has beon a stron% secular uptrend in the debt-
incoma relationship, sitributable entirely to the instalimant
component. uptrend was baltad by shortages of dura-
bie #oods and it zomtrols durin t‘.}}e war 2Brs and,
while consumer borrowing sdvanced sharp] e shwar
period, the outatanding mdebtedness falla ort. of the total
Ehmh wu]f:l reflect the maintenancs of the brend,

or
pereent -:?J:spusablu ineome, about the =ame proportion as
juet before the war. This compares with 4 rize in the ratio
of 3 percentaga pointe in the 192940 period.

Needless to say, there is no obvious] NECESERIY Teason
to nesnme that the prewar mfluences ¢ ta imcresse con-
sumer debt relative o mmme would he projected with equal
force inte the IiZOBt'WM‘ period. There is oo the other harnd
nu_s:nund bagis for supposing that these forees have censed to
exisat,

present nstalhment debt covstitutes aboub 7

SURYEY OF CURRENT BUSINESS 15

The prospective credit picture

If terms in current sales contracts approximate those
pictured in the “precontrol” column in table 3, a farther in-
creaas I consumer credit may be expected i the pericd
immediately ahead, t.nt.a.]ly apari, from sny extension of
credib huv;:g 35 due to the fact that outstanding
conbracts ude wot only those recently negotiated but
thosa which ware on the mors restrictive terms of
Regulation W, To the exteni thaé these latier contracis
ara roplaged by those invelving the more liberal terms

Tahle {.—Credit Sales 3 Proporticn of Total Sakks
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currently prevailing, average maturities will he lengthened,
average loans relative to purchsse price will be incressed,
and hence total eredit outstanding will continue to riss. By
the latter part of the yenr the combined impact of

influences will have beon fully felt.

The current supp‘.l;r,r of musumar durzhles is =ubstantisliy
higher than a :%u and skill Hence, if d
remains strong and current pmport.mn of r:.redlt buying
iz mamtamed, thiz will &lao be & facior tending to incranse
the volume of sutstanding debt.

Tabls E.Wa Persoupl Incomme and Shart-teroy Conguensy
t Qutstanding, Sclected Periods, 192% 1o 1953
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In thiz perspaciive, the rise in comsumer debt in 1953
could be substential. It shonld be emphasized, howaver,
thet eredit expansion is aly o be on-ut.mue-d for any
extendad period at the rapid rats experienced in the past
year since the pace of the incresse depended on_ two vnusual
developraents, & sharp cimb in ontput of durable gocds, and
a progres=ive and substentisl easing of credit terms. To the

extent thai the latter factor is stimulating sales, the stabili-
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zation of credit terms would exert some dampening inflyence
on demand for durabls goods. This would tend to meke
income considerations of iporeasing importance in che
merket for these goods.

Residential Mortgage Debt

Residential mortgage debt has moved up with the housing
boom of the posiwar period. Total debt outstanding on
1-t0-4 family nonfsim houses topped $58 billion at the end
of 1952, an expansion of almost $8% billson for the year and
$40 billion more than at the end of World War 111 The
1952 increass was somewhat larger than the average annusl
goin in the postwsr period, but below the record incresse
of $7% billion which oecurred in 1950,

Tha sustained postwar rise in mortgags debt has heen &
prodact of & number of major influences, of which the over-
riding consideration was the combination of & substantial
back-log of demand for housing and the favorable finanasisl
condition of the public, In addition, there has heen a

nounced shift to heme ovmership as op to rental
onging, and at the same time an increasingly frequent use
of borrowed funds in buying these houses.

Mortgage Financing

Faderally-supported mottgages are employed
o a lessened sxtent currently
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These developments eontribuied to & buoyani real
estate market which withessed genernlly rising real estate
prices, and hence expangion of the mortgage base. On ths
B-IJPEI}" gide, the ﬁnﬂmﬂ? satisfactory finonecial condition
of buyerz and availability of Fedaral insurance or
guaraniees was conducive to relatively free lending by finan-
cial institutions with record sums secining 1nvestinent.

New martgage loans fell drasti in the emaly depression
years from a range of from $4 to $5 billion a year in the late

1 Thog Boxk Wﬁ:mu rocent exvistons by the Fodorol Homo Loss Bank Hoard of
thy secles on autets ¢ martgogs debt, m‘hr the rovislens thus (ar mode cowor mly
Lhe 103852 parkod, the sevied shouwm In ths charl 18 e o unrevieed besks whioh B, hawaver,
mafnluatly raltable to deplet the long-term trand.
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bwenties to & Jow of 31 billien in 1933. Repaymenis fall
much less rapidly from §3 billion in 1923 to $2 billion in 1033,
In tha subsequent r&m phase, privately financed housing
activity did not app the predepression rate until just
bafore the war, and with prices ganerally lower in the latter
period, new mortgage lending ramainad below that of the
twentizs, Borrowing exceeded repa ts, however, in the
2-vear period from 1933 to 1941, with the result thet out-
:tﬁlding debt rose by $3 billion, or about back to the 1529
otal. .

Tha volume of new loans made during the war remained
relatively low and was spproximstely matched I;E retire-
menis. Thus at the start of the postwar period, tha valua
of outs ing mortzages was no higher in 1929 (Bes
chart on p. 12). o

Over this period, howaver, the financial status of indirvid-
nals had been greafly improved. Consumers dis hle in-
come arnpunted to $150 billion at the war's end compured
with $82.5 biilion in 1929. Whils a good part of thiz tize
reflected higher prices, real purchasing power in 1945 was
alzq well above that of the twenfies, middle lina of the
right pana] of the chart on page 12 depicts the trend in the
ratio of mortgage debt to conszmer income. improved
debt-income situation af the war's end 18 clearly evidemt,
with ¢he proportion of morigage debt to income amounting
o 12 percent in 1945 sz compared with 30 percent in 1341
and sn sven slightly higher proportion in 1929.

Az may be seen from tha chart, the ineresse In mprbﬁ
deht in the past 7 years was relatively much more rapud
the rize in ineome. Yot at the presant time suistanding in-
debtedness s only moderately in exoess of the amount sug-
gested by the relation to income in the more prosperous pro-
war years. At the end of 1952, mortgage debt of individuals
was equal to about one-fourth of consumer income compared
with the prewwr propartions of from 20 percsnt to 23 percent
in hoth the late twenties and early forties.

Interest burden lower

The simple relation of debt to incomea does not ndeguaiely
portray the full story of the inipact of current mortgage debt.
It is also necessery to weigh the tyend of the debt-servicing
charges in relation to consumers’ ingome,

Total interest payments on residential mortgepe debt cur-
rently amount to $3 billion, aad heve been rising ia the recent

eriod at the raie of $300 to $400 million a year, reflocting
orgely the rise in outstanding debt. In historical perspec-
tive, the present ﬁ"{mﬁnta are relatively low, with inierest
up much thoan incoms (tabls 6). Payments are
approximataly douvbla the c.lml;ies just before the war and G0
percent ahove the average of the late twenties. Income, on
the other hand, is currently roughly thrss times the amount
in 1940 and in 1920, Asmey be seen from the table, intarest
ayments on mor are gurrently 1.3 percent of income
In contrast to 2.2 ent in 1926

At the present time, the effective interest rate iz approxi-
mately 5 percent m contrast fo a rate of over B percent in
the lote twenties, The lower interest rates reflect not only

*a general rate reduction but also the fnct that a large pro-
partion of the current debt i under Federal support or guar-
mtpedwhgrens no such proteciion was afforded In the enrlier
period.

Debt retirement higher
Diata ara not now available to measure current payments

on principal. Howewver, from new mortgage records sad in-
formation on the net change in morigage debt, it 2 possibla
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to derive a series of retirementa of debt? Sinee new loans
made raflect not only borrowing to finance house purchases
ut al2o refinancing of existing mortgage debt, the residusl
firgtivemnent” geries is likewise affected by refinanect BT-
ntions 28 wall as other factors such as foreclosures, Such a
geries may, however, throw some light on repayment trends,
The ratic of apparent retirermments to dizposable ineoma iy
shown below for selected time periods:

" Furerat
Building boom of 0% _ ., e e, 55
Predepreesion (L2 . oo ceeev e e i1
Pre-World War 1L ________ __ ... _____. g4
World War IT________ v rn e —mmrm— e m———— 27
Tate postwar Boom . iaeasa ammaeo oo 4+ 0
Curant . e e il |

Thue the reduesd impaet of intorest charpes in larpo part
off=ets the somewhat higher relative repayment requircicents.
Whila the total charges of repayments and intercet nre some-
what higher in relation to Jpcome than in the immediate

rawer situation, they are not significantly higher than in the
te twenties.

Trend to home ownership

Over » long period of time, there has been & trend from
ronted t¢ owned dwelling unita (tekle 7). Wheress juat
before and st the turn of the 20th ceniury, 63 percent of
occtipied wnits wers rented, hy 1330 the proporfion of renial
woiis had dropped to 54 percent. The de ion years of
the thirties saw = temporary reversal of thi ag the
inability of meoy home ownere to sexrvice their debt rezolied
in foreclosures end forced sales. By 1950, home owners
oceupied 52 percent of total dwelling unite.

Increased use of mortgages

This relaiive goin in owned homes over past decades has
gmbablf& tended to provide an exponded morts credit

Age, oTe impozrtant has been an increased BDET 00
the part of individuals to avail fhemselves of borrowed
funds in buying hemes (table 8). Between 1800 and 1020
the proportion of owner-opcupied nonfarm homes with
mortgages moreased from 23 to 40 percent of all owner-
occupied homes, The rate of relative increnss was some-
what Jowar for the 192040 peried. While dats on the debt
status of homes were not collected in 1980, it is rcasonable
to 5u]ppuse that thiz alowing af the pass to mor ed homes
was Jargely the reflection of the depressed condition of the
thirtigs. Lf is interesting to note that despite the sharp post-
wer debt incrense, the proportion of morigaged hemes in
early 1880—d4 percent—was still not up to that of 1940.
Although the continued heavy use of eradit purchases of
homes sinece 1950 has probably brought the number of mort-
ﬁg"*‘ homes to a position of grester relative importance at

o pragent time, 1% is unlikely that the ratio s out of line
with tha historical trend. .

Financing terms eased .

Availablea datn on mortgage terms are inadequafe to
accurabaly nssess the influence of easier terms in the incrensing
use of mortgages and the ding volume of morigage
debt. Thore seems to be little doubt, however, that there
boas heen an historical tendency toward endier terms which
has made possible more widesprend acceptance of mortgage

finencing. = As indieated above, swmortization of principal

bas = considerable degree reploced lump-sum payment
Tequirements, While this development may have i cren

v& 1neT
current carryiog charges over the shortwum, the resulari-

: ’Ni_:u'd' s d e ean ghapen bm ok Bgucly apporoot reslmosmt,
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zation of Tepaymani permits more eareful hudgeting which
wounld tend ﬁpxmdune the risk not only for ﬁhedﬁgrmwer but
for the lemder ss well. 'With risk lowered, the lender Jdid
not bave the same incentive to require downpayments as
igh &s would have otherwise been necessary.
ith respect to botk matunity schedules and downpay-
ments, the msst radieal changes were introducad in the war
and ﬁmtwa.r periods. Most important of thesa changes were
the liberslization of lending terms under FHA mortgape
insyrance provisions early in tha war snd the introduction
of the even mors libera] credit provisicns vnder VA guaran-
tees after the wor, These dev ents not only tended to
incresse debt directly, but aiso brought inio housing
market perzons who might not otherwise have heen abls
to mest previous downpayment or monthly sarvies charpes.
Also important has been the seculsr dewnward drift n
mg;ﬁgmtes. Throughout the postwar pericd, eonven-
L3 t-trust mortgages were iypically availabls af 5
percent; end Federally supported mortgage funds, which
accounted for from ono-fourth to one-third of all morigage
loans in this period, were gencrally available at from 4 per-
cent to 43 percent. These fignres may be conirasted with
tha sifusiion in 1920, when 1% was foand that five-sixthe of
the then outstanding mnrtg%'fea carried face interest rates
of § percent or more with one-ffth of the mortgages involving
interest.charges of 7 percant or more.

Supply of morigage funds

" The rote of incresss in debt s, of necessity, intimately

comnected with available supply of mertgage fands, which
in turn, is affected by the savings of the community and by
the relativa attroctivensss of mar:? s 45 comparad witg
cther investment opportunities avarlable to lending insfitu-
tions, Savings of individaals in the recent past-—since the
suhsiding of the post-Korean buying wave Te heen at &
high  rate. The improved supply of funds genemnied by
these savings provided the basic sourse of mortgage money
in the recent period. . o ) '

Table 6.~Intarest Payments of fndividuals Related to Income
(AR B peresnt ¢ QR P b perkHal nesme]
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The evsilability of mortgega funds has bean affected,
however, by the general firming of long-term interest rates
in the past two years. Thiz ha= msant that Government-
supported mor 3, with contractual interest fizxed by

minigirative deeision or by law, are not o prominent
n mathod of finsncing as bafore the changs {pae chart). .

it may bie noted that even before the epward trend in long-
term imtersat rates initinted in early 1951, mortznges insured
or puaranteed by the U. 8B Government had received con-
giderable sup port from the operations of the Federal National
Mortzage Assosintion. Thissepporresched a pealk in 1650,
when F%»IMA purchases of VA mor o8 amounted to $1:
billion, equivalent to one-third of new VA loans closed chat
woar. At the present time, support activity of thiz agency iz
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mnch mere linmted, and directed eapeaally to special pro-
grams authorized by Congreas.

The current and prospeciive situation

Despite the sharp postwar rise in morigagmes, present debt
-does nok aﬁﬁr_«u msuf h:gtlﬁ in tha parspactive aP tha public'a
current ability to camry the burden. A good part of ihe
expaneion reflected ihe realization of housing derasnd pent
up II.;nl}]' wariime limitations on residential eonstruction whils
another significant part may be atizibuted to the continned

Tabln T.—Troure of Ooocapied Nonidarm Realdences, 19%0-1950
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expansion of comsumer incorne in the twor peciod. Tt
should be noted, moreover, that while the pestwar infation
involved serious difficnléies for some sectors of the population,
all but the mere recent home p heve seen their
h:lming equitiea improved by the general rica in real eatate
values.

The mortgaze pioture is, however, one that warrents corve~
fol scrutiny, A debi burden which does not appear unduly
heavy in the Eﬁht. of ewrrent financial conditions eould be
gros dy in il incomes fall. In such an event not cnly
would the housing merket be direstl

effecta tha relatively hirh fixed
probably be felt in other consumer markets as well, .

In tho ahsence of any snbstantial reduetion in housing
activity, 8 further rise m mortgage debt may be expected in
the mearterm totelly apert from income expansion. This
would reflect the sustained welume of new loans associated
with the current rate of activity combined with but a
moderate expanasion of debt repayment over current levels.

Balance Sheet Position of Individuals

Indebtedness of individuals should be aleo evaluated in
texms of the asset holdingz of the publie. Deta on the value
of assets pgainst which, debt was merrred are not eom-
plete but it sppears that eguity in such aszets bas been in-
ereased subetantislly frem prewsr, probably by more than
the increase i dabt.

Debi-value relation for homes

In the housing census of April 1940, the Bureau of the
Censue found thoat owmners who reported the market valne of
mortrieed residentind unite plased a value of £80 hillion on
these units. Cutstanding munlfq.g'ea om thesa dwellings weza

IO

afzcted, but the gec-
would

rbed a6 $33.8 billion, imp an equaty of over $46
hillion, or 68 percent of the estimated valne. Thesa
may overstate the actual equity since the owner may thi
in termsa of the “nskipg’” rather than market price, This
reported proportion of equity to valve of mor Yeai-
dences in 1850 was well above the similerly reported propor-
tion of less than 50 percent in 1940, abont the zame s m 1920,
and only moderately below the reported ratio as far hack as
1890 (60 percent).

April 1054

Bince the Cebavs survey in April 1850, both the value of,
sud debt on murh%agad homes have increased substantially,
There is liitle doubté, however, that these changes hava not
g:a?ugh:hgha G'I.IITBHF propartion of equity to market g:ll;:ll;

ow range of prewar experience. This is pro
also trae of other major consamer durable goods.
Liquidity still substantiel

At the same tims, ronsumers have maintained s liguidity
pasition which, while not so favorabte as during the war, 7s
more favorable thap m any recorded prewar year. Total
J{Jtﬁuad fsseds 0?3 ;ndw:lduals mum;_n.lli g,e Bh.to inchade:
(1) currenocy, SAVIOZS, depoeits (ncludiog LETES 10 SRT-
ings losan associaiions); {3} demeand depesite; (4) T. 8,
Bavings bonds; (5) other securities; and (8) equity m private
lifa insuranca.

Thea Securities and Exchange Commission estimates thesas
aceurnulated savings of indiriduals (ineluding uninecrporated
business owners) amount o about 5500 billion st the end of
1952, $100 billion mor: than at the end of the war and some-
what mare thar doobla holdings in the 1ate twenties. Whila
the growth in the total sum of these liquid aasets since the
twanties has Dot kﬂ?t pace with consumer income, individual
hoidi of “quick” assets have rainad relatively. Owner-
ship of cash or nesr-cash assets (items 1, 2, 3, and £ above)
amatnted to $210 billicn at the end of 1052,  This iz abont
4% times the value of such assets owned in the late twenties.
These assets currently are equal to sbont 90 percent of dis-
posable personal income, which may he compared with about
70 &ament just before the war, and approzimately 58 parcent
in the twanties.

Table §—=llortgage Statms of Gwaer-Deonpled Noufaram
8, THM-1082
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There is no adequaie information available to analzye over
the long term the possible changes which may have oceurred
in tha distribution of thess holdings, and undoubtedly some

ape are not 5o well off liquidity-wise #8 in eatlisr perieds.
ata derived from the Faders)l Reserve Board's Survey of
Consumer Finances indicate that ab the end of 1951 (the
latest date for which information is available) spendmg units
in the lower helf of the ncome bracket owned one-fourth of
the value of deposits and U, 8. zavings bonds held by all indi-
viduals, ghout the sams &5 in the precading year and & some-
what Biphar proportion than in early 1047, a bf;enod which
Frohabla' gtill veflacted the un favorable pattern of
iquidity at the end of the war. There wera, moreover, no
striking shifts in relative holdings wmong the various incoms
groups, axcept thot there wes an apparent ancy over this
period for higher income groups to shift their preference
toward less liquid types of assets, _
1t may be noted that current liquid asset holdings as com-
with prewar indieate the largest relative gain wae n

thoze types which are mosi widely held. This] refects
the greatly incregsed holdinge of U. 8. sevi duri
the w=ar, and the relaiively well-mainteined ownership

thesa sscurities over the postwar period.



